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SUBJECT: SPECULATION ON POSSIBLE LARGE DROP IN BRAZILIAN RESERVES 
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1. FOLLOWING REPORT RECEIVED FROM CONGEN SAO PAULO: 

RE PARA 5 REFTEL, AT REGULAR CONGEN ROUNDTABLE HELD 
SEPTEMBER 20, U.S. BANKERS COMMENTED THAT BRAZIL'S 
RESERVES ALREADY SUBSTANTIALLY BELOW 6 BILLION AND MAY DROP 
AS LOW AS 3-3.5 BILLION BY END OF YEAR IN ORDER TO COVER 
EXPECTED PAYMENTS DEFICIT. THEY ADDED THERE NO REPEAT NO 
POSSIBILITY OF BRAZIL CONTRACTING MAJOR NEW EOREIGN LOANS 
DUE TO VIRTUAL SCARCITY OF FUNDS IN NORMAL INTERNATIONAL 
MONEY MARKETS. RECENT REDUCTION OF MATURITY TERMS TO 5 YEARS 
WOULD NOT CHANGE THIS OUTLOOK IN NEAR FUTURE. FYI: LUNCHEON 
SOURCES WERE BANK OF BOSTON AND LOCAL REP OF J. HENRY SCHRODER. 
EARLIER THIS WEEK, FNCB EXECUTIVE MADE ESSENTIALLY SAME COMMENTS 
TO CONGEN. 

2. EMBASSY COMMENT CONTAINED REFTEL. 
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